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IltemE-1. Saint Edward SeminaryLease- Requested Action

EXECUTIVE SUMMARY : This item asks the Washington State Parks and Recreation

Commission tapprove an exchange of land to State Parks of a gareeln as the McDonald

property in return for a conveyance ddzyearlease to the Daniels Group for a$aé&re tract of

land, including the Seminary building and associated structures, at Saint Edward State Park and

to delegateauthority to the Directoto execute the exchange agreement and le@kes item
alignswithgency core values and advances the Commi
all Washingtonians benefit from their state p

SIGNIFICANT BACKGROUND INFORMATION:  Saint Edwardbstate Park, located in the

City of Kenmoreis 316 acres and includes 3,000 feet of freshwater shoreline on Lake
Washington. The property is characterized by second growth forest, Lake Washington shoreline,
wide-open expanses of lawns and sports fieldd,the Seminary building complex. The park

was acquired by the State of Washington from the Archdiocese of Seattle in 1977 for
$7,000,000. Since the property acquisition, the Dining Hall of the Seminary has been rented for
special events and classes anduger floordormerly used as staff housing.

The building served as a Catholic Seminary for young men from 1931 to 1976. Saint Edward
Seminary and its grounds were constructed primarily in the 1930s on lands donated by Bishop
O6Dea, who htiearehidect dobrt GrathamSSy. ag its designer.

Recent History

In 2013,State Parkstaff renewed agency efforte save the Seminagndexplored wayso

accomplish this godhroughthe development giublic or privatepartnerships. State Parksvas

at a crossroad®lthough the Commission had entertained varied preservation, rehabilitation and
re-use ideas for the Seminary building and grounds since 1977, it was apparent that an
investment from a source other than the state capital budget woulddsslnedave a realistic
opportunity to save the building. The magnitude of the capital investment needed was simply not
consistent with historic or projected State Parks capital funding.

In early 2014, tbcussions witlpotentialentities began with suppt from the City of Kenmore
whichwas eager to save the iconic building for their commufpilyther onversations revealed
that Bastyr University was interested in adaptive reuse of the building and hired Daniels Real
Estate as their consultant.

In spring 2014 State Parkaitiateda public planning process considerthe entirerange of
management optiorier the building from rehabilitation to demolitiarOptions wereevaluated
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to determine which ones were most feasérld mission aligne(Appendx 1). In September

2014, he Commissiome-affirmedthatrehabilitation of the Seminary wéseir preferred
strategy The Commission additionally determined that if a suitable rehabilitation proposal was
not secured within a year, its alternative strat@gyg to secure and vacate the building in place.

In the year that followed, staff worked with Bastyr to formulate a propgosalise the Seminary
as dormitoryand classroom spacéhis proposal would have resulted in rehabilitation of the
building, bu access would have been mostly limited to Bastyr students and staff. Citing high
coss and competing funding priorities, Bastyr ultimately withdrew fridve rehabilitation effort

in the summer of 2015.

Following withdrawal of théBastyrproposalthe Drector received a letter frolevin Daniels
of Daniels Real Estatwith an alternative plato rehabilitatehe Seminary building the
tradition of the great National Park lodgBsanielsReal Estatéas a demonstrated record of
successfully rehabilitatg numerous historic structures throughout Segtitduding Starbucks
Center, Union Station, and Frye Art MuselRecognizinghe capabilities of Daniels Real
Estate and the merits of the lodge conciet,Commission extended Beptember 2015
deadlire toallow further develoment ofa formal proposal.

At the time, the Daniefgproposal included two phasek the first phase, Danielgould acquire

the building complex, including the seminary, pool, gymnasium, and associated open space from
the Comnission in exchange for an undeveloped Sa¢éie tract of waterfront land refed to as

the McDonald property. The McDonald property is immediately adjacent to the park and
includes one of the last remaining undeveloped, forested shoreline propertideon La
Washington.The McDonald property is illustrated Appendix3. The purpose of the land

exchange wat facilitate rehabilitation of the seminary while offsetting any loss of public use

with addition of the larger McDonald property to the park.

During the 2016 session of Legislature, State Parks submitted legislation that would give

authority to the Commission to grant leases for suitable sites/facilities for up to 80 years with a
simple majority vote of the Commission. Existing statute limitedeléesns to 50 years and

required a unanimous vote of the Commission for terms exceeding 20 years. Wiinthe S
Edward | and exchange proposal m at the samge timéaso u g h
the legislative sessipn t h e a g e n cshatidrswas deamatieallytrefotuség legislators

As eventuallypassed, additional statutory authority granted to the Commission to leasgérthe S
Edward Seminary and associated structures to a private entity for a term of up to 62 years with a
five-vote majority of the CommissiorHowever, his authority was granted to the Commission
contingent upon completion of a study by the Department of Commerce to determine the
feasibility of public or nonprofit alternatives and onlghe Commission made anfiing thatthe

study

é fails to identify an economically viable public or nonprofit use for the property that is
consistent with the state parks and recrea
on a reasonable timeline.

In September 2016, flolwing preparation of a feasibility study by the Department of Commerce,
the Commi ssion made a finding thadwlongdgublbere i s
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or nonprofit use for the Saint Edward Seminary that is consistent with State Parks and
Recreatioé Commi ssi on6és mission and can proceed on

Passage of ESSHB 2667 and the ability to increase the term of a lease to 62 years made lease of
the Seminary to Daniels Real Estate a workable alternative to a land exchange. Lease of the
Seminary also significantly reduced the likelihood that a land use conversion would be triggered
under federal Land and Water Conservation Fund (LWCF) requirements.

Also in September 2016, the Commission determined that the Daniels Real Estate Proposal
warranted further exploration and directed staff to work with the City of Kenmore to complete an
EIS on the proposal. Pending the completion of a final EIS, staff was also directed to work with
Daniels Real Estate to bring a lease proposal to the Coiomiss consideration as soon as
practicable. For the last three months, staff has been working diligently to complete these tasks.

Current ExchangeProposal
The Daniels Group is to acquire the McDonald property and convey it to State Parks in return for
a lease of the seminary, other buildingsd grounds.

Daniels Real Estafgroposedo leasethe Seminarygroundsand associated structurasd
adaptively reusthemas a hotelTheir general qualificationgxperienceand financial capacity
are induded inAppendix 2.If realized, the investmentould open the entire building for public
use for the first time in its 9@ear history. Improvements includgernight accommodations,
spa and fitness facilities, conference center, restaurant, and aaldinoergroungarking The
pool and gymnasium buildings would also be leased, but #éner® currentplans for them.

In addition to a revitalizedoroductiveSeminary buildingThe Daniels Groupvould acquirethe
9.77-acreMcDonald property in feandconvey it to State Parkss partiakexchange for rent.
Acquisition of theproperty,which presentlypossesses no physi@acessis located within the
p ar k 6-rmlbcumdgryAcquisitionwould preserve habitat and solagrespasgroblem as
theexiging North Trail is partially aligned on the McDonald propexgay(See Appendix8 for
mays). The form of the Exchange Agreement is set fortAppendix5. A public hearing on
the proposed exchange was heébruary 9, 2016.

Commission Direction

PastCommission actions explain how the Seminary project has evolved over time with
exploration of alternatives and establishment of a Commissipported preseation treatment
strategy Appendix1). Recent activities considered most relevant to the propease are listed
below and are available for review on the State Park planning page.

November 14, 2013: Preservation of SeminadyResolution
January 23, 2014: Potential ReJse of the Seminary BuildidgReport
September 18, 2014: Management Optioids Requested Action
September 10, 2015: Extension of Deadline for Proposal&kequested Action
January 28, 2016: Seminary Project Status and TimeBnReport
September 22, 2016 Dept. of Commerce Study FindidgRequested Action
September 22, 2016: Sant Edward Seminary ExtensidonRequestedction



Environmental Review

The State Environmental Policy Act requires that the Commission identify any environmental
impacts before making a decision regarding the proposed lease. In early 2016, Daniels Real
Estate filel an application with the City of Kenmore to begin obtaining permits for the proposed
Seminary rehabilitation project. Under the State Environmental Policy Act, both the City of
Kenmore and State Parks reviewed the Seminary rehabilitation project fotigote

environmental impacts, entering into a Lead Agency Agreement for SEPA review, where
Kenmore was identified as the nominal lead for this process.

In July 2016, the City of Kenmore issued a Determination of Significance (DS) and led a scoping
proces for a Draft Environmental Impact Statement (DEIS). As the applicant, Daniels Real
Estate worked with the city to complete all of the necessary studies and plans required to
adequately analyze project impacsDEIS was issued on October 14, 2016 aiihal

Environmental Impact Statement (FEIS) was issued on December 16, 2016. On December 21,
2016, State Parks issued an Adoption Notice for both the Draft and Final Environmental Impact
Statement.

The combined documents in the EIS analyzed thirteenegits of the environment, including

plants and animals, water, air, transportation, historic resources, and recreation. The documents
also analyzed the cumulative impacts of the Seminary proposal with a ballfield improvement
project proposed by the City Benmore. The EIS reveals no probable significant adverse

impacts as a result of the proposed project. ThedBt&ments aravailable online at:
http://www.kenmorewa.gov/LodgeatSaintEdward

Property Appraisal and Other Values

The Seminary building complex aridcDonald propertyereformally appraisedh fall 2016

by a Seattlebased appraiser Terra Property Analytics, Ltadxstimate the market rent and

value ofthe twopropertiesMarket valuds the amount in cadior which, in all probability, the

property would have sold on the effective date of the appraisal, after a reasonable exposure time
on the open competitive mark&he reporincludesfour parts anestimates 1) the value oftie
Seminary building complexias iso 2) the currentvalue ofpublic access and benefiB) the

value of theMicDonald property n -igtveherei s 0 ¢ ¢andl4) thevalmenof theMcDonald
propertyas if owned by State Parks

1 Market Renof Seminaryas is$1,200,0000 $1,600,00Gor 62 years

1 Public Access and Benefitticludespublic accesso Seminaryandreserved
conferenceand administrativepacesor outdoor education and recreati®460,000

1 Fee Simple Interest of the McDonald Propdftya s i $iol): $d,490,000

1 Fee Simple Interest of the McDonald Propéay if owned by the Commissievith
physicalaccesk $3,000,000


http://www.kenmorewa.gov/LodgeatSaintEdward

In additionto thevalues as established through third pagpraisalthe Commissiorshould also
consider the value dhe Seninaryrehabilitationas acompletedproject For example,he
Danielsinvestmenbf $45,000,000createsclearpublic benefitoy savinga building on the
National Register of Historic Plac&®m likely closure or possible demolitipwhile providing
free public acces$o certaincommon areas on thadt floor andpublicly available restaurant and
hotel accommodations

If the Commission approves the propos@dhange antkase Staffintends to reque$tom the

Recreation and Conservation OfficeqO) a Waiver of Retroactivitas an element of the

McDonald property acquisitiorr his waiver willallow State Parkstb bank o t he $1, 500
value of the McDonald propertgr useto offset anyfuture unanticipated Land Water

Conservation Fundr RCOconversonsanywhere in the state.

Finally, the rehabilitated Seminawyill create ongoing revenue streamgsneratedrom several
sources over the next 62 yeamith a cumulative valyaunadjusted for inflatioyof about
$55,000,000Anticipated new revenuearces include:

1 Overnight room feesapproximately$246,000annually

91 Day useparkingfees (northparking lo): approximately$146,000annually

Allowable Use

Because Saint Edward State Park was originally acquired in part with Land Water Conservation
Furd support, State Parks consulted with the Recreation and Conservation Office (RCO) and
National Park Service (NPS) teceiveassurances that the proposed rehabilitation project was
considered an allowable uda November 2016, the RCO semttification hat the National

Park Serviceoncurredwith their determination that the proposal for the Seminary building and
associated adjacent areas, as identified through the draftfieése, onetsreate a compliance

issue oOppendix4 includes a copy of the RCabtification

The Lease

For the past several months, staff worked with Daniels Real Estate to prepare a draft lease that
aligned withSt a t e miBseon, Besnonstrates public benefit, and protects cultural resources
(Appendix6). It alsoexplains howState Parks and the lesse## work togetheover timeto
coordinate management activiti&ey terms of the lease are highlightaglow, with relevant
sectiongprovided in parentheses.

Leased Premises

The leased premises consist of a 5.5 acre as@ah encompasses the Seminary, pool building,
gymnasium building, parking areas, and an area of land south of the pool intended to be a
culinary interpretive garden.

Public Acces$Grounds and Buildings
Although 5.5 acres will be leased, there will be oerlic access to the leased grounds,
Seminary lobby, main floor common spaces, restaurant and lounge, gymnasium lobby and
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restrooms (See 2.1, 2.2, 4.1, 5.1, and 5.2). The public will retain the ability to circulate around
the building.

Outdoor RecreatimEducation

The leaseeserves to State Parkgproximately 1,000 square feet in the Seminary building
(location undetermined) for two offices and meeting room to administer and conduct outdoor
recreation and education classes, programs, and eventa{2212a

Parking
Overnight guests of the lodge will park in garage or north parking lot. Employees will park in the

north surface lot. Control of the individual parking areas will be the responsibility of the lessee
(3.12).

Development an@®perations

The lease includes a development and operations ptande coordination between State Parks
and Daniels Real Estate during the term of the leake.plan outlines responsibilities of each
party as part of initial rehabilitation, operation and managegneciuding law enforcement)

and ongoing maintenance of facilities, grounds, utilities, and other infrastr{Euimbit C).

Park Office Space

Daniels will provide office spader State Parks staii the gym or suitable alternative agreed to
by boh parties in th&eminarypool building or other location in the pafkr the duration of

the lease term (5.1).

STAFF RECOMMENDATION:
In its missionthe Commissioi é car es f or Washingtonds most t

historic places. State ples connect all Washingtonians to their diverse natural and cultural
heritage and provide memorable recreational and educational experiences that enhance their
I i v ©wer.the past 40 years, the Commission has been unable to obtain sufficient funds
throughtraditionalmeango adequately care for the St. Edward Seminary, a building on the
National Register of Historic Places. During this time, the public has had extremely limited
access to the buildintaff believesttie proposed adaptive-tse of the bilding would address
these shortcomings by making a significant capital investment in the structure and providing
public access throughout the building.

Staff recommends that the Commissapprove the exchange, which includes the lease and
delegate authrdy to the Director teexecute the exchanggreemenand62-year lease with
Daniels Real Estate to rehabilitate the Seminary, consistent with thedéthe draft lease
(Appendix 5.

Staff further recommends that the management plan for Saint Edveaed”ark be updated
incorporate lease of the Seminary and associated structures and grounds to Daniels Real Estate.
The management plan shoul d al s o rdeasargateways e d
for urban residents to experience anovgin theirknowledge an@ppreciatiorofthes t at e 0 s
natural and cultural heritage. This guidance should further the goals outlined in the

t
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Commi ssionbds adopted Statewide Park Acqui siti

pertains to urban gatewatate parks.

LEGAL AUTHORITY :
79A.05.030 Powers andities- Mandatory
RCW 79A.05.175, 180

SUPPORTING INFORMATION:

Appendix 1: Saint Edward Seminary Historic Preservation Treatment Options
Appendix 2: Daniels Real Estate Company Profile and Firalnogtter

Appendix 3: Saint Edward State Park Map

Appendix 4: Recreation and Conservation Offisowable Use Determination
Appendix 5: Draft Exchange Agreement

Appendix6: Draft Saint Edward Seminary Lease

REQUESTED ACTION OF COMMISSION:
That the Wadhgton State Parks and Recreation Commission:

1. Affirm the findings of the real estate appraisal and that the values established are
satisfactory to the Commission, consistent with RCW 79A.05. 030.

2. Approve the exchangaf the McDonald Property for the §2ar lease of the Seminary
Building, as set forth in th&xchange Agreement (Appendix &d approve the égear
lease of the Seminary Building and associated land and structures

3. Delegate authority to the Director teexute the Exchange Agreement eb@year lease
with Daniels Real Estate to rehabilitate the Seminawpsistent with terms of the draft
lease(Appendix6), subject to minor changes to be made by the Director prior to
executionand pursuant to RCW 79A.05.030 &f)d RCW 79A.05.08@accept titleo the
McDonald property

4. Delegate authority to the Director to approve minor changes to the Seminargfteage
has been executed

5. Direct staff to update the Saint Edward State Park Management Plan as recomioyended
staff above

Author(s)/Contact: Michael HankinsonParks PlannerPlanning and Partnerships
michael.hankinson@parks.wa.goy360) 902-8671

Reviewer(s):
Jessica Logan SEPA Review:Pursuant to WAC 1971-310 and WAC 1941.0-360, the
requested action was determined to have a probable significant impacts. The city of Kenmore
i ssued a fADet er miindaly20b6n AncEhvirdmental impactcStaterneatavas
prepared and completed in December 2016. Parks issued atiohdgptice on December 21,
2016 pursuant to WAC 19%1-965 for both the Draft and FinBhvironmentalmpact
Statements.
Christeen Leeper, Fiscallmpact: Approval of this requested action, and subsequent approval
of the lease as described would result gignificant capital investment in the Seminary,
acquisition of landand is anticipated to create ongoing revenue streams. The proposed
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rehabilitation of the Seminary would result in a capital investment and significant appreciation of
thevalueofthist at e asset as outlined in the section
the Final EIS report for the Lodge at Saint Edward.

Michael Young, AssistantAttorney General: December 20, 2016

Peter Herzog, Assistant Director December 21, 2016

Approved for Transmittal to Commission

Lt et

Donald Hoch, Director




APPENDIX 1:

Past Activities and Actions

Since 1977, a series of planning efforts, proposals, and maintenance activities have been considered by the
Commission and periodically tasks were implemented by staff. To date, the studies and proposals have not
resulted in a substantial rehabilitation or major preservation project, with proposals considered too expensive
controversial to realize. Meanwhile gthuilding has fallen into disrepair and in an effort to slow this erosional
process, staff has continued with efforts to stabilize the structure:

=4 =4 =4 _-8_9_49_9_95_2_-2_-49._-2_-1-2

Commission adopted policies for the park (1977)

Saint Edward Facility Study (Jones and Jones, 1981)
Saint Edvard Seminary Development Study (circa 1985)
McMenamins proposal (2006)

Listing on the National Register (2006)

Cultural Landscape Inventory (National Park Service 2006)
Historic Structure Report (Bassetti Architects 2007)
Classification and Management PI@2008)

Saint Edward Sports Fields Master Plan (2008)
Commission Resolution (November 2013)

Kidder Mathews proposal (November 2013)

Public meeting City of Kenmore (January 2014)
Commission work session discussions (March and July 2014)

The building alsaeceived maintenance and capital improvements in an effort to keep the building functional
for the Dining Hall and to retain ranger housing. According to the State Park architect, work on the Seminary
included:

= =4 =4 -8 -8 _-9_95_-9

= =4

Renovated public areas on the first floor

Installation of fire escape

Demolition of selective site and utilities

Installation of new building perimeter drainage and waterproofing system

Installation of surface drainage collection system

Updates to the storm drainage conveyance system

Renovation oftie exiting storm drainage outlet works at the ravine

Installation of new site paving and utility systems to replace those affected by construction of drainage
improvements

Dismantling and rebuilding of the historic masonry stairs to enable constructios gtbrm drainage
improvements

Installation of a new loading dock and adjacent stairs, ramp, and retaining walls to enable constructior
of the storm drainage improvements

Re-grading to slope away from the building

Replanting the areas impacted by thisgghaf the work to be in compliance with the historic planting

plan

Management Options

At 80,000 square feet, the Seminary building holds potential for adaptiseralthough this potential has

never been realized as it is controversial and difficudtccmomplish, given the possibility of a conversion and

high construction costs. The Commission remains nevertheless interested in the preservation of the Seminar
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and has authorized the Director to move forward with a plan. In November 2013, the Comprisaibed

clear direction in a formal resolution to seek out public or private partnerships with the goal of rehabilitating th
building. Since then, the City of Kenmore has expressed serious interest in the development of a partnership
with State Parks @hhas stated their desire to see the building returned for productive use.

Despite this, consideration should be given to other management options in order to assure an alternate plan
in place, especially if a rehabilitation project is unsuccesshd.fdllowing management options are defined as:

T

Rehabilitation/LeaseéAllows a public or private sector entity the opportunity to rehabilitate and occupy
the Seminary for a new use.

Mothball: Invest in the building with a lorgrm goal to rehabilitate tolding in the futureVacate
building, board up windows, shut down electric, water, and sewer. Stabilize buildieduimewater
intrusion from roof and windows.

No Action: Use the building as today. Rent dining hall and four ranger residences. Gemdimmeat
entire building and perform daily maintenance. Use Capital funding for critical building preservation
projects.

Partially DemolishRemove majority of the building, but retain key architectural features that best
represent thé.ate Romanesquachitecture of the building. The remaining ruins serve as a backdrop
for an active space for events.

Demolish:Remove building.
Vacate:Minimal investment in the building to ensure it is safe from vandalism. Do not use the building

for any purposeOrcon si der ati on of a mix of AVacateo and
the Dining Hall and vacate other parts of the building.

Staff has applied specific criteria to analyze the pros and cons of each management option (See Appendix 3
detailed analysis of individual criteria). Each option includes monetary costs, but recommendations are not
determined based on costs alone. Staff evaluated all for their consistency with:

= =4 =8 -8 -8 _9_95_-9

State Parks mission

Relevant transformation principles

LWCF

Commissiorpolicy on historic preservation

Classification and Management Plan

City of Kenmore zoning

Stakeholder support (preservationists, friends, and citizens)
Loss of staff housing

The following options, in alphabetical order on the chart, evaluate the &ltesnfr consistency with the
criteria to understand their individual merit and feasibility in an unbiased manner. Following, staff has include:
a recommended list of prioritized options following the analysis of the alternatives.
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Evaluation

The matix below represents the complexity and feasibility in choosing a list of prioritized management
strategies. Each criterion in this evaluation is weighted equally

LEGEND

Evaluation Criteria

Consistent with criteria

O

SSfssfs [£ [$
I istent with crit SefESfF |5 £ 5‘..55\\
. nconsistent with criteria ; g é‘g gkgbga gs 5; g o S'\? gé_é?g
Q Competing Values or revenue f & f = .;s“?' SEfsF §§’_§§ F ;@ 5 F8 ~‘?§ FEf @
neutral § g 5§ §§§§ g‘gé’ §° §-§ £ 535 éasg ¥P ,g?h
fNeu
Adaptive reuse/lease @ O O @ O Q O Q O O . O O .
RNeg
Mothball ®|0|0|ee|0e|CC0|0|0|0|®
RiNeg
No Action ®|0|0|0/0|0|e|0|0|0|0|0|0|0
RPos
Partially Raze or Raze O . . O . @ O O Q . . O .
RPos
Vacate Q|0|0|0|0|e|0|0|0|0|0|0|0|®

Management Options

SAINT EDWARD SEMINARY
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APPENDIX 2:

%  REAL ESTATE

Daniels Real Estate, LLC. is long known for the quality and success of its development projects. With the
same senior management team that redeveloped such local Seattle iconic buildings such as Starbucks
Center, Seattle’s Union Station, Frye Art Museum, and Merrill Place; the team at DRE has the depth of
experience necessary to tackle large and complex development projects located within Seattle’s urban
core, as well as neighboring cities.

Kevin Daniels is recognized as a leading voice for historic preservation in the state and is nationally
recognized on the issue of stimulating economic development through preservation efforts. Over the last
few years his development team has received three National Preservation Awards and numerous local &
state awards for their work. Recently he was named as 2015’s Seattle Downtown Champion for his long
body of work, including saving the historic First United Methodist Church in Seattle.

Mr. Daniels is a Trustee Emeritus for the National Trust for Historic Preservation. He is also on the board
of directors for National Main Street Center & the National Trust Community Investment Corporation and
is on the Board of Regents for Gonzaga University. Mr. Daniels serves on the boards of the
Washington Trust for Historic Preservation and Historic Seattle PDA as a board emeriti.

See attached project profiles for a recently completed project: Stadium Place, and DRE’s current projects:
The Mark, The Sanctuary and Gridiron. Other projects under development in the Seattle area include the
following residential projects - 800 Columbia, The MoMa, The Emerald and The Mirador projects.
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Success on many levels...

Daniels Real Estate, LLC and its senior management team is a long known
for the quality and success of its development projects. With the same team
that redeveloped such local Seattle iconic buildings as Starbucks Center,
Union Station, Frye Art Museum and Merrill Place, the team at Daniels has
the depth of experience necessary to tackle large and complex development
projects located within Seattle’s urban core.

Starbucks Center
Home to Starbucks Coffee

Seattle’s Union Station

As significant part of Seattle’s history,
Company  headquarters. The Union Station has been restored to its
project has over two million sq. ft. former glory as the regional transit
and is Washington's largest hub.

mixed-use building

Merrill Place Located in the heart of Frye Art Museum

Pioneer Square, the 200,000 sq. ft. Through renovation, Frye Art Museum
building was renovated into a Class A has become one of the nation's finest
office building. private art galleries.
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Gridiron

Residents will live at the gateway to a myriad of employment, recreation and nightlife
options. The Gridiron is located in the heart of the Stadium business and entertainment
district, just footsteps from Seattle’s CBD, at the southern entrance to the newly designed
Seattle Waterfront project and a short walk or drive to two transit hubs and the 1-5 / I-90
freeway interchange.

www.gridironcondos.com

Overview

* 107 Light-filled Units with City & Olympic
Mountain Views

*  Floor to Ceiling Windows

*  Open Floor Plans

*  High End Finishes

*  Fitness Center

*  Generous Parking & Resident Storage
Spaces
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The Mark

To be completed in June 2017, the 48 story
mixed use tower will be readily
identifiable throughout the USA as an
exceptional example of stunningly
beautiful  architectural design  and
exceptional Green Building features. The
tower contains Class A office space and a

luxury SLS hotel and spa.

www.themarkseattle.com
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The Sanctuary

The adaptive reuse of Seattle’s oldest remaining church in the CBD, the Sanctuary
will now become a multi-purpose event center open to the public. Built between
1906 — 1910, the church is on the National Register of Historic Places and was
slated for demolition when purchased in 2008.
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SECURED

sP EASTDIL
N

W CALIFORNTA STREFT, SUTTE 2930
SAN FRANCISCO, €A 9411}
TEL (4157 2282000 FAX (415) 2283008

December 19, 2016

Washington State Parks and Recreation Commission
P.0, Box 42650
Olympia, WA 98504-2650

Dear Board of Commissioners,

As it relates to the preservation and adaptive re-use of the former St. Edward seminary
building in St. Edward state park, Eastdil Secured is pleased to address the ability for
Daniels Real Estate to successfully finance the project.

Eastdil has a longstanding track record working on behalf of Kevin Daniels as it relates to
financing commercial projects, both development and existing assets. Most recently, we
successfully closed the refinancing of the Starbuck’s Center HQ in Seattle, WA on behalf of
Daniels Real Estate.

Initial concept plans call for converting the semminary building into a boutique lodge/hotel with
approximately 90 rooms, a wellness clinic and spa, plus a restaurant, meeting and class rooms.
Given the unique nature of the real estate as well as the very strong track record of the
Sponsor, we are confident that the project should be able to secure the $25 million in
construction financing and $20 million in investor equity as contemplated for the project's
capitalization.

Sincerely,

= =T

Rob Rubano
Managing Director
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APPENDIX 3:

North Loop Trail McDonald Property

Bullding Complex

L

Park Edtr:nc?

Bastyr University Campus

g -
At -

Building Complex

Saint Edward State Park located in Kenmore. TA&&cre McDonald property is located on
the northwest corner of the park. The Seminary building complex is 5.5 acres.

Detail of the lease ardhlack line and green lineThe black line shows thedcre building
complex and the green depicts thedse culinary interpretive garden.
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APPENDIX 4:

ourges Bullding
shington S1 SE

(360) 902-3000

TTY {360) 502-1966
Fax. {360) 902-300¢
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Web site www.reowir,goy

STATE OF WASHINGTON
HECREATION AND CONSERVATION OFFICE

November 28, 2016

Peter Herzog

Assistant Director

Washington State Parks and Recreation Commission
PO Box 42650

Olympia, WA 98504-2650

Re:  Draft Lease, St. Edwards Seminary, RCO#78-501A

Dear Mr 0g:

gﬂ/
This Is to advise you the National Park Service (NPS) has informed us of their concurrence with
our determination that the proposal for the seminary building and the associated adjacent
areas, as identified through the draft lease, does not create a compliance issue. The proposed
uses as noted in the draft lease do not require NPS approval.

Should significant changes to the draft lease or the uses identified within the lease area be
made, please let us know as our additional review and consultation with NPS may be needed to
Insure compliance,

If you have any questions or need additional information, please contact Myra Barker,
Compliance Specialist, at (360) 902-2976 or myra.barker@ri EOV.

Sincerely,

.Y rd 7/

Scott Robinson
Deputy Director

(& Myra Barker, Compliance Specialist

iecreaton and Congsrvation Funding Soarm » Salmon Recowery Fuanding Board
Washingion nvassy Council » Governor's Salman Racovary Difice
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APPENDIX 5:

Exchange Agreement
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STATE OF WASHINGTON
PARKS AND RECREATION COMMISSION

EXCHANGE AGREEMENT

THIS EXCHANGE AGREEMENT is made as of the day of
2016 (the “Effective Date”), by and between the STATE OF WASHINGTON, acting by and
through the Parks and Recreation Commission (hereinafter referred to as “State”) and The Lodge
at Saint Edward Park, LLC, a Washington limited hability company (hereinafter referred to as
“Exchanger™).

WHEREAS, Exchanger's affiliate, Daniels Real Estate, LLC (“Daniels”) has acquired a
contract right 10 acquire property commonly known as the McDonald property located in King
County, Washington; and

WHEREAS, Daniels has assigned, or has agreed to assign, to Exchanger all of Daniels’
right, title and interest in and 1o its contract right to acquire the McDonald property. and

WHEREAS, State is the owner of certain real property known as St. Edward State Park,
within which are located approximately 5.5 acres containing certain structures, one of which is
referred to as the seminary building, all of which are located in King County. Washington: and

WHEREAS, Exchanger desires to acquire a long term lease of the 55 acres and
structures located at St. Edward State Park. and State desires to acquire the McDonald property;

NOW, THEREFORE, in exchange for the mutual promises and covenants herein
contamned, and other good and valuable consideration, the mutual receipt and sufficiency of
which is hereby acknowledged by Exchanger and State, it is agreed as follows:

1 Property,
1.1 Exchange Property. Exchanger shall convey, or cause to be conveved, and

exchanged to State, and State shall accept from Exchanger, all subject to the terms and
conditions of this Agreement that certain real property located in the City of Kenmore, King
County, Washington, (the “Exchange Property™) the legal description of which is set forth on
Exhibit A together with the following:

(a) All rights, tenements, hereditaments, easements, associated
tidelands, and appurtenances, mcluding, but not limited to, any rights, title and interest of
Exchanger in and to all trees, oil, gas, sand, gravel, water rights, or mineral rights;

(b) All improvements, if any, and other items located upon or within
the Exchange Property:

[RL AR i)
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(c) All easements, rights-of-way and other rights used in connection
with the Exchange Property, including but not limited to rights to adjacent streets, roads, alleys
and rights-of-way;,

(d) All permits, plans, licenses, surveys, consultants’ reports on all
matters, including but not limited to soils, engineering, traffic, environmental matters, and
wetlands made by, for or on behalf of Exchanger with respect to the Exchange Property, and an
assignment of all representations and warranties made therein to or for the benefit of Daniels or
Exchanger (if any).

1.2 State Property, In exchange for the Exchange Property, State shall convey
to Exchanger a long term leasehold interest (the “Lease™) to the 5.5 acres and structures located
in St. Edward State Park (the “State Property”) the legal description of which s set forth on
Exhibit B attached hereto. The State Property is illustrated on Exhibit B-1 attached hereto. The
form of the Lease as substantially agreed upon is attached hereto as Exhibit C.

1.3 Definition of Properties. As used herein, the Exchange Property and the
State Property may be collectively referred to herein as the “Properties” or each, individually, as
a “Property.”

2. Appraisal. State has procured an appraisal for the Exchange Property and State
Property. The values are set forth below:

STATE PROPERTY EXCHANGE PROPERTY

$1,660.000 to $2,180.000 $1.490.000 to $3,000,000

Exchanger agrees to reimburse State for one half the cost of the appraisal, which is $11,233 at
Closing,

3. Closing.

3.1 Closing Date. “Closing,” “Closing Date” or “Date of Closing™ as those
terms are used herein, shall mean the date upon which all documents are recorded and monies
paid to complete the exchange contemplated herein. The Date of Closing shall be as soon as
practicable to facilitate an orderly closing but no later than December 31, 2017, unless otherwise
agreed in writing by the parties.

32  Escrow. This exchange transaction shall be closed in escrow at Chicago
Title Insurance Company, located at 700 Fifth Avenue, Seattle, Washington 98101 (the “Escrow
Company”). The parties shall deposit the necessary documents and funds in escrow i
accordance with Section 9 to facilitate an orderly Closing. State and Exchanger shall each pay
one-half of the Escrow Company’s fee.
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4. Convevance. Title Insurance and Possession.

4.1 Possession. State shall be entitled to possession of the Exchange Property
and Exchanger shall be entitled to possession of the State Property on the Closing Date. From the
Effective Date through the Closing Date, each party shall have a right of entry pursuant to
Section 5 below.

42  Form of Deed and Lease. On the Closing Date, Exchanger shall convey (or
cause to be conveyed) title to the Exchange Property to State by Bargain and Sale Deed
substantially in the form as set forth on Exhibit D attached hereto, and State shall convey a
leasehold to the State Property to Exchanger by lease substantially in the form as set forth on

Exhibit C.

43 Title Insurance. This Agreement is conditioned upon each party accepting
title as set forth below.

(a) Daniels has obtained and delivered to State a preliminary
commitment for an ALTA Owner's Standard Coverage Policy of title insurance to insure title of
the Exchange Property dated July 13, 2016 and issued by Chicago Title Company of Washington
(the “Preliminary Commitment™). Exchanger agrees to pay, or cause its seller to pay, the cost of
standard coverage title insurance for the Exchange Property and wamants that title to the
Exchange Property shall be conveyed to State in good, marketable and insurable condition
subject only to such exceptions as agreed upon by the parties prior to Closing (the “Permitted
Exceptions”). State shall not be obligated to furnish to Exchanger title insurance to the State
Property. Exchanger may procure title insurance for the State Property at Exchanger’s sole
expense.

(b) Within thirty (30) days after the Effective Date, each party shall
notify the other in writing of any title matters to which it objects (each, a “Title Notice™).
Following either party's giving of a Title Notice, if additional encumbrances affecting either
Property arise, the party acquiring the affected Property shall have twenty (20) days from notice
thereof to review and object to these additional items, State’s failure 1o timely provide a Title
Notice shall be deemed its disapproval of all title matters set forth in the Preliminary
Commitment.

(c) Neither party shall be obligated to remedy or cure any title
objection, or otherwise respond to a Title Notice. However, State and Exchanger, e¢ach by the
exercise of its reasonable efforts and with due diligence, shall, prior to or at the Closing Date,
each at its sole cost and expense, undertake to cure any title exceptions that have been objected to
or disapproved by the other party; provided that in the event Exchanger or State is unable 1o cure
such objections, Exchanger or State shall so advise the other party in writing no later than five
(5) days after expiration of the review period described in Section 4.3(b) above and thereafter the
affected party shail have ten (10) days within which to notify the other party of its election to
either (i) accept title subject to such exceptions or (ii) reject such exceptions and terminate and
cancel this Agreement, A failure 10 give such written election within said ten (10) day period
shall be deemed an election by said party to reject such objections to title. In the event a party
elects to terminate, the rights and obligations of the parties shall terminate and any monies
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deposited by a party pursuant to this Agreement shall be returned to the party depositing the
same. Prior to Closing, State and Exchanger shall use reasonable efforts to negotiate an agreed
schedule of Permitted Exceptions for each of the Properties.

(d) State's obligations under this Agreement are conditioned upon the
title company identified in the Preliminary Commitment (“Title Company") insuring title to the
Exchange Property in the name of State and in the amount of State’s appraised value of
Exchange Property, subject only to the exceptions contained in the ALTA Owner’s Standard
Policy Form. and the Permitted Exceptions.

5. Rights After Acceptance,

51 Inspection. After the Effective Date, each party shall permit the other
and/or its designated agents to enter upon the other’s Property at reasonable times for the sole
purpose of conducting environmental assessments and investigating such Property and the
physical condition thereof, including, without limitation, soil, water, and air conditions, and the
condition of improvements, if any, upon the Property. Exchanger’s obligations in this regard may
be satisfied by obtaining the agreement of the sellers of the Exchange Property to permit State’s
access thereto for the foregoing purposes.

52 Studics.

{a) Existing Studies. Within thirty (30) days of the Effective Date,
each party shall deliver to the other true copies of all studies, reports, surveys, soils tests,
reviews, correspondence with all governmental entities, environmental checklists and reports,
plans and other printed or written material and any part thereof prepared or received by, or on
behalf of, the owner of such party’s Property (all of which are collectively referred to as
“Existing Studies”). Each party hereby authorizes the other party to speak with any person
preparing the Existing Studies with respect o the contents thereof. State shall not be responsible
for any cost associated with Existing Studies that relate to the Exchange Property, and Exchanger
shall not be responsible for any cost associated with Existing Studies that relate to the State

Property.

(b) New Studies. Each party shall have the right to prepare, or have
prepared, appraisals, market and engineering studies, soils tests, feasibility studies, surveys,
resurveys or survey updates, environmental investigations and such other tests, studies or
investigations (all of which are collectively referred to as the “New Studies™) with respect to the
Property owned by the other party. Each party shall be solely responsible for costs of all the New
Studies commissioned by that party. Neither party makes any representations or warranty as to
the accuracy of the Existing or New Studies.

(c) Termination Rights. [If either party determines prior to the
Inspection Deadline set forth below, each in its sole discretion, that the Existing and/or New
Studies indicate the Property is not suitable for the intended use by that party. or such Property
otherwise presents risk of liability unacceptable to that party. that party may terminate this
Agreement by written notice without further obligation. As used herein, the “Inspection
Deadline™ shall mean the period commencing on the Effective Date and ending sixty (60) days
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thereafter. In the event that either party fails to give the other such written disapproval prior to
the Inspection Deadline, such party shall be deemed to have elected to proceed to Closing under
this Agreement, subject to the terms and conditions stated herein

53 Subsequent Acts. Between the Effective Date and the Closing Date,
neither party shall remove any timber, improvements, minerals, sand, gravel, or other item from
either Property without prior written approval by the other party. Exchanger’s obligations in this
regard may be satisfied by making good-faith efforts to prevent the seller of the Exchange
Property to comply with this Section 5.3.

54  Survey. Exchanger may, at Exchanger’s sole cost, obtain a survey,
resurvey, or an update to an existing survey (hercinafter a “Survey”) of the Exchange Property
and/or the State Property, which shall be performed by a land surveyor licensed by the State of
Washington and which shall certify the location of all improvements, easements, encroachments
and boundary defects on the Property. Prior to Closing Date, Exchanger shall record any
Survey(s) in the real property records of King County.

6. Contingencies.

6.1 State Approval.  State’s obligations under this Agreement are contingent
upon the following conditions:

{a)  Commission Approval State's obligations under this Agreement
are conditioned upon approval by the Washington State Parks and Recreation Commission (the
“Commission”). 1f, on or before ninety (90) days after the Effective Date, State has not delivered
to Exchanger written notice of Commission approval (the “Approval Notice™) to consummate the
acquisition of the Exchange Property. then either State or Exchanger may terminate this
Agreement any time thereafter by giving written notice of termination to the other party,

(b) LWCF Approval. Exchanger acknowledges that the State Property
is encumbered by a restriction based on funding from the Land and Water Conservation Fund
("LWCF"). Notwithstanding any prior execution of the Lease, State’s conveyance of the Lease is
subject to approval by the National Park Service and the Recreation and Conservation Office.

6.2  Exchanger's Conditions. Exchanger’s obligations under this Agreement
are contingent upon the following conditions, any of which may be waived in Exchanger’s sole
discretion:

(a) Permits. Exchanger having obtained all zoning entitlements and
permits from the City of Kenmore and such other governmental agencies as are necessary for
Exchanger’s intended use of the State Property.

(b) Legal Lot. Exchanger having obtained all required governmental
approvals for a lot line adjustment or similar recordable instrument establishing the State
Property as a separate legal lot (the “Lot Line Adjustment”) if required by local law, the Title
Company or Exchanger’s lender, and all applicable appeal periods having expired without
challenge to the Lot Line Adjustment.
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